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In the Matter of

Implementation of the Local
Competition Provisions of the
Telecommunications Act of 1996

REPLY OF SPRINT

CC Docket No. 96-98
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Sprint Corporation (~Sprint") respectfully submits its

Reply to the Oppositions to Petitions for Reconsideration

filed on October 31, 1996 in the above-captioned proceeding.

SUMMARY

In its Reply, Sprint demonstrates that there is no

basis for compensating Competitive Local Exchange Carriers

(CLECs) for performing phantom network functions. Sprint

further demonstrates that doing so would reward CLECs for

inefficient network provisioning.

The Commission's January 1, 1997 deadline for

electronic access to operational support systems (OSS) is

unlikely to be fully met by all incumbent local exchange

carriers (ILECs). This in turn will result in numerous

petitions for waiver or clarification that will consume

scarce administrative resources. These resources would be
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better utilized, and competition would be furthered, if the

Commission instead required national standards for ass

access by a date certain, such as January 1, 1998.

The deaveraging of proxy unbundled loop rates will be

difficult to accomplish and is likely to lead to arbitrary

results. There is no principled basis for such deaveraging,

which in turn will result in extensive litigation that will

delay the establishment of unbundled loop rates based on

actual costs.

The Commission should also reconsider its definition of

the local loop unbundled element and define such element in

functional, rather than physical, terms.

Wholesale discounts for payphone lines are unwarranted.

Requiring the provision of such discounts is likely to lead

to all payphone lines obtaining wholesale rates whether or

not the discount is justified, contrary to the Commission's

intent.

A. Application of Symmetrical Rates

In its Petition for Limited Reconsideration and in its

Opposition to Petitions for Reconsideration, Sprint argued

that the application of an ILEC's tandem switching transport

and termination rates as a proxy for a CLEC's costs, in

cases where the CLEC has only one switch in a local calling
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area, was unfair because it was likely to result in

overcompensation to the CLEC.

No party denies that when an ILEC terminates traffic

delivered to its tandem switch, it incurs real costs to

perform tandem and end office switching and interoffice

transport. Nor has any party denied that the cost of the

plant between the ILEC end office and the ILEC customer is

not recoverable as a termination charge by the ILEC from the

interconnector. 1 Yet several parties seek, among other

2

things, to be effectively compensated for switching twice

even if they have switched only once,2 or for ~interoffice"

transport that extends to the customer's premises. 3

Several parties have argued that such a result is

required because Sprint's proposed rule would assertedly

reward ILECs, and only ILECs, ~for their inefficient

structures"4 and for maintaining network configurations

which are allegedly ~outmoded",5 or ~switch-laden,"

~duplicative," and ~gold plated."6

1 Sprint Petition for Limited Reconsideration, September 30, 1996 at
12.

Mcr Response, October 31, 1996 at 32.

3 Sprint Petition for Limited Reconsideration, September 30, 1996 at
12.

AT&T Opposition, October 31, 1996 at 23.

Opposition of National Cable Television Association, October 31,
1996 at 17.

Comments of Comcast and Vanguard, October 31, 1996 at 11.
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There is no basis for the Commission to conclude that

an ILEC's network configuration is ~inefficient," ~gold

plated," or ~switch laden" simply because it uses more

switches than a CLEC uses. At least one commenter, in fact,

contends that a typical CLEC network would be more efficient

if it employed more switches and fewer transmission

facilities. 7 To compensate a CLEC for phantom facilities

simply creates incentives to provision inefficiently by

relying too heavily on transmission facilities and

insufficiently on switching. Sprint's proposed

clarification would, by contrast, create incentives to

provision efficiently. If the CLEC believes that the

resulting compensation would not adequately cover its added

costs of transporting and terminating interconnected traffic

received from an ILEC, it would be entitled to seek

asymmetrical transport and termination rates based on its

own costs.

B. January 1, 1997 Deadline for Electronic Interfaces with
ILEC ass Systems

In its original Petition for Reconsideration, Sprint

expressed concern over the Commission's January 1, 1997

deadline for electronic access to the ILEC's ass while

nonetheless Wholeheartedly endorsing the concept of such

Comments of US One Communications, October 31, 1996 at 10-11.
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electronic access. Sprint noted that it would assist the

development of local competition if industry-wide standards

existed for these interfaces. Otherwise, a hodge-podge of

unique and ad hoc arrangements was likely to arise, making

it costly and difficult for CLECs operating with multiple

lLECs to do business with the latter. Thus, Sprint

supported a January 1, 1998 deadline for the establishment

of such national standards for OSS interconnection.

Many commentors question lLEC motives for wanting more

time, arguing that any delay would simply ~create an

incentive for the lLECs to manipulate the standards

process,,,8 or to delay. 9 Sprint, however, is both a CLEC

and an lLEC and presumably has far less incentive to engage

in such delay or manipulation since such tactics would hurt

its CLEC efforts. And even those commentors who

enthusiastically support the January 1, 1997 deadline

recognize the importance of national standards as well as

the difficulties that the lLEC industry will face in meeting

that deadline. MCl, for example, states

The Commission must maintain its January 1, 1997
deadline in order to give new entrants sufficient
leverage to force progress in standards-setting
activities and, if necessary, to negotiate interim
electronic access to incumbent LECs' OSS functions.

8 Comments of the Competitive Telecommunications Association, October
31, 1996 at 4.

9 Response of MCr, October 31, 1996 at 21.
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Response of MCl, October 31, 1996 at 21. WorldCom, while

opposing Sprint's position on the need for the development

of national standards, nonetheless acknowledges that if an

lLEC can offer specific and compelling reasons why it cannot

meet the January 1, 1997 deadline, that lLEC should request

waiver of the Commission's rules.

And contrary to AT&T's contention that lLECS ranging

from the largest BOC to the smallest LEC can use off-the

shelf equipment and software to achieve OSS access by

January 1, 1997,10 the lLECs' varied responses on this issue

demonstrate that lLEC ability to meet that deadline is

spotty at best. The Southern New England Telephone Company

(SNET), for example, states that it simply cannot meet that

deadline. 11 NYNEX asks that the Commission clarify that it

is permissible for NYNEX not to have to use the same OSS

gateway as its competitors provided that the system used by

the latter provides comparable access. 12 BellSouth points

out that the Georgia Public Service Commission has had to

extend its original July 1996 deadlines for BellSouth to

establish these functions to March 31, 1997. BellSouth has

nonetheless made available some of the interfaces necessary

for OSS access, which are being used by new entrants. 13

10

11

12

AT&T Opposition, October 31, 1996 at 4.

Comments of SNET, October 31, 1996 at 12.

NYNEX Comments, October 31, 1996 at 2.
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Sprint believes that national standards for ass access

will ultimately develop with or without Commission mandate

if only because equipment manufacturers will push the entire

industry in this direction. What is presently unclear,

however, is how quickly they will develop. If the

Commission insists on the January 1, 1997 deadline, Sprint

believes that the Commission will be faced with numerous

waiver requests and petitions for clarification by various

ILECs who cannot meet that deadline at all, who can only

meet it in part, who wish to meet it in an interim fashion

for some period, or who wish to meet it in a manner the

Commission did not contemplate. Resources that could have

been applied to the formulation and implementation of a

national standard will instead be needed to hurriedly

implement some type of ass access within less than two

months, with the attendant possibility for error and the

likely need for make-do fixes.

Sprint continues to believe that in the long run,

scarce administrative resources will be conserved and the

cause of competition will be better served if the Commission

adopts Sprint's proposal: the Commission should give the

industry a firm deadline for the development of a consensus

standard, and a second deadline for implementation of that

standard.

13 BellSouth Comments, October 31, 1996 at 7.

7



Sprint Reply to Oppositions in Dtt. 96-98, November 13, 1996

C. Deaveraging of Proxy Unbundled Loop Rates

In its original Petition and in its Opposition, Sprint

argued that the Commission should not deaverage proxy rates

for loops not only because of the practical and logical

difficulties of doing so but also because such deaveraging

was likely to divert resources away from developing cost-

based loop rates. AT&T, however, contends that imperfect

deaveraging is competitively superior to no deaveraging,

provided that the deaveraging is "reasonably accurate."14

Sprint believes that such reasonable accuracy will be

difficult, if not impossible, to attain. As Sprint pointed

out in its Opposition, the proxy loop rates are not based on

the costs of any particular carrier nor even on the

collective basis of costs of all carriers in a state.

AT&T's suggestion that the Hatfield Model be used for the

purpose of "scaling" the proxy rates to arrive at

geographically deaveraged loop proxy rates overlooks the

substantial objections to multiple aspects of that Model. ls

The merits and demerits of the Hatfield Model will be

extensively litigated before the Commission in this

14 AT&T Opposition, October 31, 1996 at 19.

15 See, e.g., Comments of USTA, October 31, 1996 at 12. Sprint also
notes that in its Recommended Decision in CC Docket No. 96-45, the
Federal-State Joint Board found the Hatfield Model, among others, to be
insufficiently developed for use in determining universal service
support levels. Federal-State Joint Board on Universal Service, FCC
96J-3, released November 8, 1996.
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proceeding. Use of that Model as a basis for deaveraging

loop proxy rates will result in a repetition of that

litigation in fifty-one additional jurisdictions, leading to

concomitant delay in establishment of unbundled loop rates

based on actual costs.

Sprint argued that if state commissions were forced to

deaverage loop proxy rates for one lLEC in a proceeding, the

states would be forced to make a statewide determination of

deaveraged proxy loop rates for all ILECs in that same

proceeding in order to ensure that the weighted average of

deaveraged loop rates did not exceed the statewide proxy

rate. MCl contends that a state is not required to set all

loop rates in a single arbitration, and that the state needs

merely "to establish at least three cost zones, to determine

which zone the proceeding before it falls into, and to

ensure that the loop price chosen remains below the

Commission's proxy ceiling unless the proceeding involves

one of the higher cost areas."16

Sprint fails to understand how MCl's proposal can fully

comply with the Commission's weighted averaging requirement.

As Sprint understands, unless the weighted average for all

loops of each individual LEC taken together remain below the

statewide proxy rate, MCl's proposal cannot function. If

one LEC within a state operates exclusively within a high

16 Mer Response, October 31, 1996 at 27-28.
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cost area or areas, that LEe's deaveraged proxy loop rate of

necessity affects and is affected by the deaveraged loop

proxy rate of other LECs.

The Association for Local Telecommunications Services

(ALTS) for its part argues that by opposing the deaveraging

of proxy loop rates, Sprint is attempting ~to avoid having

the loop costs of its exchange companies limited by the loop

costs of the most efficient loop provider even where the

involved loops have the same underlying cost

characteristics. H17 This makes little sense since, as

pointed out above, the existing proxy rates are not based on

the costs of any particular carrier, efficient or

inefficient, nor even on the collective basis of costs of

all carriers in a state. If Sprint suffered (or benefited,

for that matter) due to the arbitrary deaveraging of an

arbitrary proxy rate, it would be purely fortuitous.

D. Definition of a Loop

In its Petition, Sprint argued that the local loop

unbundled element should be defined in functional terms

rather than as a physical transmission path. ALTS argues

that the Commission has already considered and rejected

Sprint's argument, citing para. 385 of the Commission's

Order in this proceeding. Sprint provided extensive reasons

17 ALTS Reply, October 31, 1996 at 6 (emphasis in original) .
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why the Commission should reconsider its decision and will

not repeat them here; suffice to say that Sprint believes

the benefits to competitors and competition from defining a

loop in functional terms rather than as a physical facility

outweigh the purported advantages of giving competing

providers exclusive control over network facilities

dedicated to particular end users.

E. Wholesale Discounts for Payphone Lines

In its Petition, Sprint contended that wholesale

discounts should not be required for payphone facilities.

Sprint argued that it would prove impossible for an ILEC to

determine when a payphone provider was connecting a payphone

line to one of its own phones (where no discount is

available) and when it was connected to a payphone owned by

a wholly independent party (in which case discounts may be

appropriate because the payphone provider is also a

carrier.) Sprint noted that payphone providers were

becoming certificated as telecommunications carriers for the

sole purpose of obtaining wholesale discounts on payphone

lines. Thus, the Commission's rule, as written, was likely

to be unenforceable inasmuch as discounts were likely to be

extended to entities in contravention of the Commission's

intent.
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The American Public Communications Council (APCC)

opposed Sprint's petition on several grounds. First, APCC

contends that any retail customer could potentially pose as

a reseller to obtain lines at a wholesale discount. Given

the small savings available on one or two lines, it is

doubtful that a person would waste his or her time to take

the trouble and incur the expense to become certificated as

a telecommunications carrier for the sole purpose of

garnering such minimal savings. For a payphone provider who

controls hundreds and even thousands of payphones, however,

there is substantial financial incentive to masquerade as a

carrier in order to obtain the wholesale discount. While a

payphone provider may indeed have no more ability to ~game

the system" than any other customer, it certainly has a

greater incentive to do so.

Second, APCC argues, in essence, that Independent

Payphone Providers are ~nearly indistinguishable from other

retail customer users."IS APCC disagrees with Sprint's

argument that payphone lines more closely resemble access

service than retail service and should therefore be

ineligible for wholesale rates. Sprint observes that before

equal access was commonplace, both Sprint's predecessor in

interest, the Southern Pacific Communications Company, and

MCI used business telephone exchange service obtained under

18 APCC Opposition, October 31, 1996 at 4.
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state tariffs to originate and terminate interstate

communications. The Commission repriced and reclassified

this service as interstate access service, requiring the new

entrants to pay much higher rates for exactly the same

service. 19 Thus, the fact that a payphone line might look

like the line used by a retail customer is certainly no bar

to the Commission treating these lines differently where the

public interest 50 requires. If the Commission is serious

about ensuring that wholesale discounts are not available to

those who purchase service for their own use, it should bar

the availability of wholesale discounts on payphone lines.

Respectfully submitted,

SPRINT CORPORATION

November 13, 1996

By: ;' ....1(. ~/i,,--,-_
Leon M. Kestenbaum
Jay C. Keithley
Kent Y. Nakamura

Its Attorneys

1850 M st., N.W.
11th Floor
Washington, D.C. 20036
(202) 857-1030

19 See, e.g., ENFIA, 71 FCC 2d 440, 445-446 (1979).
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